
The effect of exchange rates 
on southern pine exports 

H.W. Wisdom 

J.E. Granslcog. 

Abstract 
(-'Ilaiigcs i i i  cxclinnge rates al.f'cc1 S O I I ~ ~ I ~ I - I I  pine e.xpor-rs h!. c l ~ a t ~ g i n g  the cost of 

\t,ood in fcmign markcts. A strong clollar ciisco~it-ages exports; n neak (lollat. 
ellcoltrages expot-1s. tl simple cconomctric export market niodrl is tle\.elopt.d to cietcr- 
I-iiine \\.lietlier cltanges in the exclinngc rates in foreign mnrkcts o f  so~tthern pine pr-od- 
~ict.; Ils\.c. in tilet, led to significant changcs it1 soeithcrr1 pill? exl,itrls. The results 
c,l:ii'r;-;11 tllal cxcli;rt~gc mtcs arc itnpot-tant tictcriiiina11ts of southern pitie c\poi-ts. 
['ci -..;i:it;~ i i~coine i i t  Sol-eign tii:li~i\ctsai1d do~ncstic soutl~erii p i i~e  rclati\,c pr.ice> n1.c also 
ill;j>oi.t;iiit de te r~~i in i~n ts  ofexpoi-is. 7'lic estitirritc<i niodel can be 11scr1 to pi.cdict tlic re- 
q2011si' ~ t . ~ < o ~ ~ t I l c ~ ~ i t  pi11c export, to cxcl~:~tige ri11c i t ~ o \ ~ ~ ~ i ~ i e i i t s .  .I lie 1-es111ts :>\SO i11iIic;itc 
t l i ~ i t  i t  is ~ i t o t  ~ ~ c c e s s : i r ~ ~  to co11strcict ;i spcciiil sc~~i t l i c t -~~  pitie excli:i~igc r:ite i~iclc\ 17;1secl oil 
soi~tlicrn pi11c export 11l;tt-kets. 1-111' I'e~lcr-al I<escr\.c t3ont-(1 hi-oacl i n k s  set-\ cs cl~titc \\.eii 
as a PI-alictor oftlle eft'ccl o f c \ c l i : i ~ l ~ c  rate It1o\criicr,ts (111 soiitl~cr.ri piiic c\pc)il.;. 

L' 
.~,-~\clr:iiigc ~rate.;;ii-c iiiil)oit~liit 11cte1.- 

i i  ! j , , i i i - ,  OS ~ L ) L ~ I I I C I . I ~  \ \ o o ( ~  { I  ; I ( I L \ ~  \\ 11i~I i .  

iii  till-11. :iti>ct iilcorrlc ancl crlli?lo! 1ltc111 il l  

rile ~oi~thei- t i  \\.ooel industr),. 'I-11i. hcl i~\ . -  
iot. of I;.S, foi.cst proiiiicts expol-ts siiicc 
tile ntloption offloating exclintlgc rates in 
the earl! 1970h t lc~~ionst i .nte  tile iiill~nct 
0: .  c\cll:ll l~c rate IllO\ cll~cllts 011  f[>l.est 
jl: o~i!izt.; ti-ailc. f:oi- c\:tii~l>lc. ill t.c\j>onse 

, : \ I I : I I . ~  :ll~prcci:itio~~ of.tl~c <loll;>r 111 

! ' i i \ t  11:lIt' (IS tlii. 19SOh. k',S. il)t.txt 
~ ! , . * I L I ~ I L , I ~  C \ I I O I . I ~  cli.clii~e~I i t t  t-cCil ti.i.111\ 

fi.oiii 5 S . j  I , i l l i c ? i i  ill IOSO to Si.4 i>illio~i 
iii IL)S5. a 35 pcrci'i~t ciccre:~hi.. l:iorc\t 
proillict.; c\ports tllcil re5~1011111'~1 to ;i 

>Ii: t i . j> cIc\~:\l~t:!ti~~l oftllc ~ l ~ > l I ; i t ~ ~ l ~ t t ~ i i i ~ ;  thi. 
!cL>rh l9SO to I(lS9. 13). i~~ci-e:i\iiig ~ - I - ~ > I I I  

70 .: l>iIlioll to S I O,.? 13iIlio11. zi 70 ~ ~ c r c c i ~ t  
~.:i.c,\,c (KHi-;l< 1907). '[lie >i~l~!,ccliic~it 

~';>pi.cc'iatioii o f  t l ~ c  clollai- diii.iiig tlre 
li)90> inails U.S. u.ooc1 product> more 
t'\;pctisi\-c ill Sot-cigii rnarkcts. Accot.clirlg 

to the I'cdcral I<excr\ c I3oni-~l ( I'It 1 3 )  
1>1.0:1ii io(lL>\. tl~i- \ : I ILIL.  01. t l ~  (loll:i~~ 111- 

cl~e;isccl I5 ~Jct~ccllt f~lSOt11 1097 1 0  2000 
(l..I<i3 200 I ).  At t11c s;1111c tittle. s<~~itI~ei- i i  
\\.ood e\l7orts clcclincd 73 ~~ct.ce~-it .  

I:, ,iil~~r-c . to i.ccctgi~i/c tltc iiii~)oi~ta11cc of 
f'orcigli excl~iitigc tnn\ eiiiciit\ oil \\,oc>tl 
c\lxwts coitlil Icird n firm to ~iiist~~l.;c~il:, 
atrt-ihiitc. s:i!.. ail incse;~sc ill i t x  export.; 
to its e\poi-t Ilrc>gr:lin. \\liere. ill f;ict. tile 
i~icre:~. ;~ nia) h:i\e bee11 n r c q ~ o t ~ \ ; e  to tllc 
c\i'cli~ic i i i  tlic \:iI~ic ot. tlic ilolliit-. 1;s- 
cl i ;~~ige !.ace flt~i~ttiatioiis al\o iililc~eiicc 
t l ~ c  opti111;11 Ioc;itioii oi. foi-c\t i t~iI i t . ; t~-~~.  
1'1-0111 a fit-111's 11ct-s17ecti\i' i t  migilt ap- 
[>e:It. tl1:11 c\cIliil l~c 1-iitcs :Ire (It- 110 coil- 

ccrn \\-it11 ~cgni-d to \\~hetlicr to locate a 
plniit it1 .Al,thantn or  Oi~ io .  A doll;~r is n 
tlolins. l1iei.c 31.5. lio\\e\,c~-. ciifkrc~iccs 
ill tlie impact of exchange rate mo1.c- 
mcnts oil \\.ood e x p o r t s f r o n ~  different 
t.egions of the countrl., because ofdiffer- 
c~iccs  in I-i.gion:il export nlarkets. 'Po the 
c\tcnt fii-111s 21.2 export oricntccl, these 
difi2ret-iec.; t:,l\or Ic~cntion ill t.egiotts irt 

\\hi,ll the 1;~reign clir~-cncies o f  export 
~li;ti.kcts sit.cngtiicn agai~tst the ciollnt. 
niiii discoiii.ages locntiol1 it1 regions in 
\~liicIi tlic curt-ctlcics o fcx i~oi - I  tn;lrkets 
\\cake11 ; ~ ~ : t i t ~ x t  tlic dollat-. 7.111. pi . i i~i : l~.  
ot!jccti\c of t l i i i  paper is to cletci.iuinc. 
\\ llclllct~ e\cll:illye t.:11c> 11:1\,c :I llIc~is1tl~- 
; i l l  I 1 .o~iiIiei~ti piiic C \ I I O I - ~ > .  i-\ 

>1111~3le c\lJiIi-t t~l:ll-i\cl 1 1 1 ~ ~ i I C l  i h  toll- 
sll.Llcti'<l :\ l l~I ll>ccl [<> llle;lsltre tltc it111>iiet 
O ~ ' C \ ~ ~ I I : I I I ; ~ L ~  I.< I IA  or1 s ~ ~ ~ ~ t l t c t - i i  17ii~c ex- 
~ I L I I . ~ ~  aiiii to tc>t tile ~ i t i l i t ~ .  ot' specially 
~ c ~ i i ~ t ~ i ~ i t i . i i  \\noel i i ~ i l i . \ t ~ .  

A simple export market model 
lii t i i i ,  seetioil. \ \ e  spccif'y a s i~nple  

e\lwrt n1n1-het moili.l ticsigtleil ti, iuca- 
hnrc tlic ri'l:iti\ i' itllpot-taiice o f e x c l i a n ~ c  
I-iiies aii~i otiici- lit! hctoi-\ bclic\.cd to 
i t i f l ~ i ~ t i c ~  ~i>i i t I>ci~~i  pi11c C\I?OS!S. \ ' i i ~ i : ? I  

cciiilp,i~.i\oii o f  sr)ii tl1ci.11 pine c\j>ot-ts 
\\ iili tllz l--I<t3 bt-onii e\chaiiyi. rate iiltlc\ 
ri.\e:~Is t1i:it sorttliet-11 pii-ic c \poi- ts  
e\liihit tile c\pi.c'tcJ relatioll~l~ip \ \ i t l i  
t.\cliaiig< rate.; (1-ig. 1 ). ^I I1;ii is. si7iltll- 
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